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DENMARK = KEY ECONOMIC INDICATORS 
pad ih SS Eh 


(In millions of U.S. dollars unless otherwise stated, converted from 
DKR figures at the exchange rate of DKR 1.00 = $0.16.) 


INCOME, PRODUCTION, EMPLOYMENT: 1974 1975 % Change 1976 E* 


GNP at current prices 29,821 33,000 37,770 

GNP at constant (1974) prices 29,821 29,291 30,750 

Per Capita GNP, current prices 5,906 6,524 7,448 

Fixed Investment, current prices 6,560 6,536 7,840 

Personal Income, after taxes, 22,361 26,405 30,000 
current 


INDICES (base year in parenthesis): 


Sales of Industrial Products (1974) 100 
Hours worked in manufacturing (1972) 96 
Hourly Wage Rate in Mfg. (1972) 145 
Labor Force (1,000) 2,479 
Average Unemployment Rate 2.3% 


MONEY AND PRICES: 


Money Supply (M 1) 6,948 
Banks' Lending Rate 15.2% 


INDICES (base year in parenthesis): 


Wholesale Prices (1968) 171 
Consumer Retail Sales (1968) 182 
Consumer Prices, incl. taxes (1964) 207 


BALANCE OF PAYMENT AND TRADE: 


Gold & Foreign Exchange Reserves 1,192 917 -23.1% 1,014 
External Government Debt 1,165 1,143 - 1.93% 2,633 
Annual Debt Service Ratio 2.1% 2.8% n/a 2.9% 
Current Balance of Payments - 921 - 491 n/a -1,800 
Balance of Trade (cif/fob) -2,169 -1,548 n/a -3,130 
Exports (fob) 7,508 8,005 6.6% 8,760 

U.S. Share 429 413 3.7% 500 
Imports (cif) 9,677 9,553 138 11,890 

U.S. Share 586 575 1.9% 575 


Main imports from the U.S. (1975) (thousands of metric tons where 
applicable and millions of U.S. dollars): Machinery $153; Aircrafts 
$63; Soybeans 277MT $61; Instruments $28; Grain 158MT $25; 

Tobacco 7MT $21; Plywood 89,302 cubic meters $16. 


*Estimated 





SUMMARY 


Following the recession of 1974/75, the Danish 
economy expanded in 1976 at a rate of 5%, which was 
about the OECD average. This expansion, led by 
domestic factors such as household consumption, 
homebuilding, and business investment, was less 
pronounced in the second half of the year, however. 
Indications are that the economy will grow very 
little in 1977, if at all. With stagnation in 
private spending, a sharp drop in homebuilding, and 
little further rise in investment, an overall expan- 
sion will depend upon a more favorable export per- 
formance than in 1976. That year, imports rose far 
more than exports and heavy trade and payments 
deficits resulted. Foreign exchange reserves and 
the Danish krone rate were protected only by ex- 
tensive government borrowing abroad and by support 
from participants in the "Snake" arrangement. 

Even if trade improvements materialize, the country 
will remain in deficit in 1977 and beyond. 


American exporters to Denmark of industrial equip- 
ment did not suffer badly during the recession but, 
conversely, did not gain in 1976 in proportion to 
the increase in investment. Prospects are that the 
market will be hesitant in 1977 and that American 
industrial sales will at best be stable. 


In the farm sector two years of poor harvests and 
a drought in 1976 increased demand for imported 
grains, fodders, fruit and vegetables in 1976. 
Demand will be even higher in 1977, and American 
produce should benefit the most. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Stagnation in 1977 after Expansion in 1975/76 


The Danish economy followed the overall European 
pattern when it began to move out of recession in 
late 1975. It remained moderately expansive through- 
out 1976 with an annual growth rate of about 5 
percent, which is the same as the OECD average. 
Several factors, however, tended to slow expansion 
as the year passed, pointing toward only a nominal 
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growth rate in 1977. If the export performance 
this year is less favorable than expected, the 
economy might even turn moderately recessive 
again. 


Domestic Demand Factors Dominate Developments 


Although Danish exports recovered somewhat in 197t 
after a decline in 1975, domestic demand factors 
dominated the economy. In this respect the tem- 
porary VAT reduction in effect from October 1975 
through February 1976 strengthened an already 
existing tendency toward short cyclical movements. 
This reduction primarily affected household con- 
sumption, which rose sharply when the VAT was 
reduced but began to slow in the second half of 
1976. Unfortunately for the already negative 
Danish trade and payments balances, the increase in 
consumer demand was directed primarily toward 
imported consumer durables, especially automobiles, 
and less toward domestic goods. Spending for 
charter travel abroad also rose sharply. This 
consumer spending spree reversed a tendency toward 
increased savings that had begun in 1975 amid grow- 
. ing fears of rising unemployment. 


Ups_and Downs in Housing Once More 


Boosted by the temporary VAT reduction, housing 
increased 20% in 1976 after an 18% decline in 1975. 
The expansion in 1976 was concentrated entirely on 
single-family dwellings with apartment construction 
falling despite government subsidies. 


Housing in 1977 is expected to show a 25% decline. 
New starts have in fact been decreasing since the 

second quarter of 1976. . Employment in the housing 
sector will also be affected adversely by the ter- 
mination of energy saving incentives, such as in- 

sulation subsidies. 


Investment out of Slump but Little Further Rise 
Indicated 


Business investment, which stagnated in 1974 and 
dropped by 15% in 1975, registered substantial 
recovery in 1976, probably by as much as 13%. The 
improvement was most pronounced in plant construc- 
tion which showed the greatest decline the year 
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before. Equipment purchases also rose signifi- 
cantly, gains being about equally distributed 
between domestic and imported equipment. While the 
rising domestic and, to a lesser extent, export 
demand affected the investment increase, it was 
also improved by generous tax incentives introduced 
in 1975. These incentives applied fully in 1976 
but will be reduced in 1977. At the same time, 
since domestic demand in 1977 will probably de- 
cline, any further increase in investment will 
depend on favorable export developments. Although 
the Danes hope to improve their export performance 
substantially in 1977, current prospects are that 
business investment will stabilize at the present 
level or, at best, increase nominally. 


Production Increase Insufficient to Reduce Unemployment 


Domestic demand rose by 8% in 1976, export demand 

by about half that rate, and aggregate demand by 

7%. However, since a good part of the increased 
demand, particularly in the consumer sector, was 
covered by imports, increasing at the rate of not 
less than 17%, domestic production gained relatively 
less and rose by only 5%. This was enough to absorb 
the nominal increase in the labor force of less 

than one percent but not enough to reduce unemploy- 
ment from the 5% level reached in 1975. As activity 
slowed down toward the end of the year, especially in 
construction, unemployment tended to rise. Since 
domestic demand may drop slightly, it will require a 
fairly large increase in exports to keep the economy 
overall out of the red. Prospects are that expansion 
will, at best, be nominal. 


Manufacturing industries in 1976 accomplished an 
increase of about 8% in production with less than a 
2% increase in working hours input, reflecting a 
handsome productivity gain. Production in manufactur- 
ing fell almost as much in 1975 as it rose in 1976, 
and total employment since 1974 has dropped 12%. 
Employment in construction has shown a more favorable 
trend, rising steadily until the second half of 1976, 
when it began to slow. Prospects for 1977 are un- 
certain with a negative trend. 


In the farm sector production dropped in 1976 in 
animal products as well as in field crops, but as the 
largely owner-operated Danish farms employ little 
hired labor, this did not affect employment much. 
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Imports Outrank Exports 


Because the expansion of the Danish economy in 1976 
was led primarily by domestic factors and because of 
the orientation of rising consumer demand toward 
imported goods, Danish imports in 1976 rose far more 
than exports with detrimental effects for the Danish 
trade and payments balances. Imports rose 17-19%, 
exports no more than 4%. Another important factor 
was the swing in inventories, which were dramatically 
reduced in 1975 but built up again in 1976. This 
applied to raw materials as well as semi-manufactures 
and, not least, to building materials. Imports of 
investment goods also rose substantially. Oil im- 
ports showed a nominal decline. Imports of consumer 
goods rose by one-third; automobiles alone rose by 
not less than 60%. Farm exports declined in quantity 
but gained in prices. The important industrial equip- 
ment sector showed only nominal export gains while 
chemicals, textiles and garments, and furniture fared 
better. Altogether, the trade deficit more than 
doubled in 1976 and the current payments deficit 
tripled, approaching two billion dollars. 


For 1977 there are hopes that deficits will be re- 
duced. This hope is based on holding imports at 
present levels and increasing exports by 7%. Both 
forecasts appear a bit. sanguine, however. 


Exchange Rate Protected by European Cooperation 


The problem of financing the large and growing defi- 
cit on the current balance of payments was aggravated 
several times during 1976 when private capital out- 
flows exerted speculative pressures against the Danish 
krone. Pressures were particularly strong during the 
period before German elections and the subsequent 
re-alignment of the "Snake" currencies last October 
when the Danes had to rely heavily upon their "Snake" 
partners, primarily West Germany, to keep the krone 
rate within the established margins. Danish business, 
expecting an upward adjustment in the Deutschmark and 
other rates, drained Danish foreign exchange reserves 
of close to one billion dollars by paying off debts 
and securing future commitments in the forward market. 
Once the limited re-alignment of the Snake currencies 
had taken place, however, the situation reversed. 
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While the official parity of the krone was reduced by 
6% in relation to Deutschmark and by half that rate 
in relation to the other Snake partners, the market 
rate of the krone yielded only 1-2% as reserves began 
to flow back. 


During 1976, the Danish government borrowed some two 
billion dollars abroad and reserves were by the end 

of the year re-established at their previous level. 

The abnormal flowback of reserves seems to have ceased, 
however, and the krone has begun to move downwards 
toward a more regular level reflecting the actual 
position of Danish international payments and reserves. 
While the rate of the krone will still be protected by 
the "Snake" participation, it is expected to return to a 
position at the lower end of the "Snake", thus weakening 
in relation to dollars and other non-"Snake" currencies. 
Although some reduction in the trade and payments de- 
ficits can be anticipated in 1977, international fi- 
nancing requirements will remain large. While they may 
be covered to a greater extent than last year by 

normal commercial credit, the Danish government probably 
will have to borrow large amounts abroad again this 
year. 


Budget Deficits, Expensive Money, Incomes Restraint 


The Danish government also has financing problems at 
home. Until the recession, the country followed a 
policy of moderate fiscal surpluses paired with an 
expansive fiscal policy in terms of ever-increasing 
outlays. As in many other countries, reduced revenues 
as activity declined and rising social benefits as 
unemployment rose turned the budget heavily into the 
red though, paradoxically, it was substantially less 
expansive than in the preceding years. In both 1975 
and 1976 government activity in real terms rose only 
marginally, by some few percent, but at the same time 
budget deficits occurred at rates never seen before. 
The Danish government, for the first time since 1960, 
turned to bond financing of the budget, though with 
limited success. In an already depressed bond market, 
it was possible to cover only part of the budget 
deficit by bond sales, even at market interest levels 
of 16-17%. The central bank deliberately holds the 
domestic interest level well above international levels 
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in order to discourage capital outflows to the damage 
of reserves and has tightened the money supply by means 
of tight reins on the banking system. 


Politically, the government has little room for ma- 
neuver, fiscally or monetarily, and has, for that 
reason as well as in the interest of a further brake 
on inflation, turned toward incomes policy measures. 

A narrow political majority has pegged wage increases 
for the next two years to a six percent per annum 
limit but whether this policy can be implemented with- 
out labor unrest remains to be seen. 


Both price and wage inflation have already been reduced 
from the record rates of 18% and 22% in 1974 and 1975 
to about half as much in 1976. Much further reduc- 
tion in 1977 does not seem probable, though the Danes 
will try to hold cost levels down in order to improve 
their competitive position internationally. 


IMPLICATIONS FOR THE UNITED STATES 


Important American exports to Denmark are various farm 
products, chemicals, including fertilizers and plastics, 
wood building materials, and a variety of industrial 
equipment and instruments. Aircraft for SAS and 

Danish charter companies from time to time represent 
single large export items. The market for all these 
categories of commodities is well-established and 
rather stable, though fluctuations do occur. The market 
for American goods, however, seems to react less and' 
with greater lags than the market in general. American 
products suffered less than others from the recession 
in 1974 but, conversely, gained less from the invest- 
ment recovery in 1976. If this greater stability holds, 
there may be some further, though limited, gains in the 
offing for American industrials again in 1977 when the 
market generally will be dull. However, the greatest 
benefits for American exports to Denmark in 1977 are 
likely to be reaped by farm products. 


Poor Danish harvests in both 1975 and 1976 have great- 
ly increased the demand for imported fodders. The U.S. 
got its fair share of sharply rising grain imports 

in 1976; in 1977 Danish grain imports are expected to 
triple with most of the increase, in corn, barley and 
oats, being supplied by the U.S. Imports of soybeans 
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doubled in 1976 and will stabilize in 1977, the U.S. 
having regained the dominant position in this market. 
Imports of oilcakes and meal rose some in 1976 and 
are expected to be very high in:'1977, where the thus 
far stable U.S. market share may be improved. 


The European drought in 1976 also hit Denmark badly 
and caused a short supply of fruit and vegetables. 
Already prospering American exports of these items may 
gain further in 1977. The market for U.S. almonds is 
still good. One American farm product, tobacco, is 
suffering, however. American unmanufactured tobacco 
is yielding steadily to African supplies, favored by 
E.C. tariff preferences. While there may still be 
some stocking of American tobacco in first half of 
1977, prior to a further tariff increase on July l, 
long-term prospects are not good. 


Quality American beef has gained a good foothold in a 
market traditionally dominated by domestic suppliers. 


U.S. plywood has gained a dominant position in the 
homebuilding industry, with an import market share of about 
65%. Declining building activity in 1977 may temporarily 
curtail export gains, but long-term prospects remain 
favorable. 


U.S. exports of chemical products are holding up well in 
a somewhat unstable market, while sales of oil products 
and iron and steel are both small and erratic. 


The investment goods market is very significant for 
American exports but offers some uncertainties for 

1977. The market peaked in lst quarter 1976, when 
American goods did not quite follow pace, and has 

since weakened, though American sales now show stability. 
The market will, at best, expand very little in 1977, 
and it may require some concerted efforts to preserve 
the present export levels. 


Significant U.S. Export Possibilities 


All kinds of investment goods and parts. Ol: wheat; 
O04: grains; O05: fruits and vegetables; 08: feed- 
stuffs; 22: soybeans; 63: plywood. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


i 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 








—§NEW 
Fresher - Bigger 


U.S. INDUSTRIAL OUTLOOK 


Fundamental facts about business distilled 
from the research and analyses of more 
than 100 business conditions experts. 


For those who need a feel for what is 
happening in the industries their busi- 
ness depends upon. 


An overview of U.S. business that 
shows where the action is expected 
and where the opportunities lie. 


Latest data on product and industry 


shipments, exports, imports, em- 
ployment, with historical data for 
perspective and projections to 

1985. 
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